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Internal Revenue Service Department >f the Treasury

- PERSON TO CONTACT:

e | ST

EMPLOYER IDENTIFICATION NUMBER:

CONTACT TELEPHONE NUMBER:

IN REPLY REFER TO:

- | oK \IAY 19 2000

CERTLFIED MAIL

Cear Applicant:

We have considered your applicaticn fcr recognition of exemption from Federal income
tax ur.ler section 501:(c) (3) of the Internal Reve.ue Code and have determined that
you do not qualify tor exemption under that section. Our reasons for this
conclusion and the facts on which it is based are explained below.

You were incorporated in

ed Form 1023
nal Revaenue

On : you fil
with the Internal Revenue Service, requesting rax exemption under Inter
Code (Code) section 501 (c) (3).

N——
is seeking foundation classification as a supporting oruani:.tion described in
Code section 509 (a) (3).

As provided in Form 1023, Part II, your proposed activities include the following:

a) Creating and maintaining a web szite on the World Wide Web. The purpose of
this activity is to advertise the culture and lifestyle of the
people and to promote tourism.

b) runding the printing and distribution of literature and fl‘eis that pronmote

and advertise the culture and lifestyle of the : is alwo

involved in the distribution of flyer ublicizing medical symposiums on
genetic disorders of d

Promoting family reunions by hosting workshops.

)

-is a membership organization. There are three classes of memhers; Regulav
Members and Assoclate Members are family associations which must meet strict
eligibility requirements and Honorary Members which can be individuals, or groups
that can contribute time energy and/or money to the efforfs of - At the time
Form 1023 was filed there were' paid Regulav Members, ‘Associate Members and

Honorary Members. Each of the Regular Members is a family association, incorpocated
uniier the laws of as non-profit organizations.

Based on the information contained in the membership application provided with Form
1023, there are .fam‘ili.es listed as participating in the -family reunicn. Ot
the families lisced,.are located in dand the remaining are in

The family reunions were held between and in
various locations throughout

Based on the information provided by your representative, (NP in o leccer
dated (N devotes approximately ercent of its time and
resources to preparing the literature and flyers and promoting .family reunions. OFf
this percent, the breakdown is between the two activities.

Form 1023, Schedule D. Section 509(a) (3)
representative as part of his

Supporting Organizati~ns submitted by your

letter indicates there are no

supported organizations supported by
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(2)

The term “greater communiti" is defined in “letter is

the whole community of

designates @ of cthe mas
The area covered by these OGP -quals approximately one-third of the

You claim the dis-emination of literature and flyers is educational, lessens the
burdezns of government, promotes social welfare and lessens neighborhood tensions,
eliminates ,.rejudice and diccriminacion, and combats community deterioration and
juvenile delinquency and relief of the aged.

You claim the promotion of and assistance in the planning of family reurions is
charitable, educational, lessens the burdens of government, promotes social welfare
and lessens neighborhrod tensions, eliminates prejudice and dlscrimination, and
combat s community deterioration and juvenile delinquency and relief of the aged.

Law:

Code section S01(c) (3) provides for exemption from Federal income tax for

organizations which are oryanized and operated mn:lusively for charitable,
religious, and educational purposes, no part o the net earnings of which lnurss to
the bencfit of any private shav:lholder or individual. i,

Income Tax Regulations (Regs.)1.501(c) (3)-1{a) (1) provides that in order to quallify
for exemption under section S01(¢)(3), an organization must be beth organized and
operated exclusively for cne or more exempt puvposes. Failure to meet either the
organizational or operational test will disqualify an orgarizacion from exemption
under section 50l(c) (3).

Regs. 1.501(c) (3)-1(b) (1) specifies tuat an coraganization is organized for one or
more exempt purposes, if its Articles of Incorporation limit the purposes of such
organiczation to exempt purposes.

Regs. 1.501(c) (3)-1(c) (1) provides that an organization will be regarded as
"operated exclusively" for one or more exeinpt purposes cnly if it engages primarily
in activities which accomplish such purposes. An organization will not be so
regarded 1t more than ari insubstantial part of its activities is not in furtherance
of an exempt purpose. Thus, in construing the meaning of the phrase "exclusively
for educational purposes" in Better Business Bureau V. United States, 326 U.S. 279
(1945}, the Supreme Ccurt of the Unitea States stated, "This plainly means that the
presence of a sivgle non-educaticnal purpose, if substantial in nature, will destroy
‘the exemption regardless of the number or importance of truly educational purposes.”

Regs. ©.501(c) (3)-1(d) (3) (1) defines educational as:

(A) Instruccion or training of the individual for the purpose of
improving or daveleping his capabilities; or

(B) The 1instructicn of the public on subjects useful to the individual
and beneficial to the community.

Regs. 1.501(¢) (3)-1(d) (1) (i) staces that an organization is not organizad or
~perated (or any purpose under section 501(c) (3), unless it serves a public rather
than a private interest. Thus to mcet the requirements of this subparagraph, it is
recessary for an organization to establish that it is not organized ov operated for
the benefit of private interests sucn as designated individuals, the creator or his
famil,, shareholdars of the organizatien or persons controlled. directly or
indirectl,. by such private interests. Moreover, evea chough an organization may

| 1ve exempt purpeses, it will not be considered as operatiug exclusively for such
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burposes if more than anp insubstantial-part of ite activities Serve private
interests,

Code section 509(a) (3) describes organizations that act in support of organizations
publicly supported charitable, educational and religious organizations described in
Code section 501(c) (3). In order to qualify for exemption under Code section

501(c) (3) as a SUpporting- organization described in section 509(a) (2) such an
organization must meet the three conditions described below:

(1) an organization which is organized, and ac all times theveafrer jsg
operated, exclusively for the benefit of, to perform the functions of, or
Lo carry out the pPurposes of one or more specified publicly Supported
charitable Organizations described in Code section 501 (¢) (3)

is operated, supervised, or controlled by one or in conjunction with orne
Or more publicly Supported charirable organizaticns described in Code
secticn 501(c) (3), and

5 not controlled directly or indirectly by one or more disqualified
Persons other than foundation anagers and other than ore or more publicle
upported charitable organizations described in Code section 50i(c) (3) .

Section 1.509(a) -4 (f) (1) of the Regs describes the nature cof relationship required
between organizations. To meet the requirements of Code sectiop 509 (a) (3); an
organization must he cperated, Supervised, or controlled by or in connection with
one or more publicly Supported organizations. If an organization does not stand in
Cne of such relationships to one or more publicly Supported organizations, it jig not
an organization described inp section 509(a) (3).

Regs 1.509 (a) -4 (f) (2) describes the three reIATionships. one of which, must be me t
in order to meet the requirements of sub-parag:aph (1) of this pParagraph. A
supporcing organization mnay be: :

Operated, fupervised or controlled by,

Supervised or controlled in connection with, or

Operated in connection with, one or more publicly supported
organizations

[PV N e

Regs 1.509(a) -4 (£) (3) States although more than one type of relationship may exist
in any one case, an' relationship described in Ccde sectinn 09(a) (3) (B) muse insure
thart:

(i) The Supporting organizatinn will be responsive to the needs 534
demands of on~ or more publicly supported Organization; and

(ii) The SUPporting organization will constitute an integral part of, cf
maintain a significant involvement in, the cperations of one or more
publicly supported organizations.

While ycu are organized on a nonprofit basis and the member family associations are
also organized on ¢ non-profit basis, nonprofit is not tha same as tax exempt. The
fact that yecu do not make a profit is not the controlling factor.

Seeﬁgg}teg_§tatgs V. La Societe Francaise de Bien, Mut., 152 F. 2d 243 (9th cir.

1945) EErC.NEEhTEH“§E7 U.S. 793 (1946); Hassett v. Associated Hospital

§g§¥iggnggggggggigg; 125 F. 2d 811 (1st cir. 1942(, cert. deniad 318 U.S. 672
1942); §§}£19q£§_ﬁg§i£g_iﬂg_Welfare Fund v. Cemmissioner, g9 "', C. 554 {1978); and

( -t
B. S. wW. G:oqELnéﬂE;_x;mCom@jssionqg 352 (1978).

-3iness Bureau v. Uniteq States, 326 U.g. 279-283, (1945), the court held

“istence of a single non-exempt purpose, if substantial in nature, would
desiroy exempticn under section 501(c) (3) regardless of the number or inportance of
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truly exempt purposes. To qualify for exemption under section 501(c) (3), the
applicant organization must show (1) that it is organized and operated exclusively
for religious or charitable purposes, (2) that no part of the net earnings inures to
the benefit cf a private individual or shareholder, and (3) that no substantial part
of its activities consist of the dissemination of propaganda or otherwise attempting
tc influence legislation or engaging in political activity. see Kenner v.
Commissioner, 318 F. 2d. 632, (7th Cir. 19€3). T

In general, an drganization *hat applies for recogniticn of exemption has the burden
of proving that it clearly m °‘ts all the requirements of the particular Code section
under which it has applied. ‘e Kenner v. Commissioner, 318 F. 2d €32 (7th Cir.
1963), and Cleveland Chiropractic College v. Commissioner, 312 F. 24 203, 206, (8th
Cir. 1963)

In Revenue Ruling €7-4, published in Cumulative Bulietin 1977-1, on page 121, the
Service recognized four criteria indicating that publishing activities are directed
to the attainment of pirposes specified in section 501 (c) (3). These criteria are:
(1) The content of the publicaticn must be "educational"; (2) The preparation of
materials must foéllow methods generally accepted as "educational" in character: (3)
The distribution of the materials must be necessary or valuable in achieving the
organization's exempt purposes: and (4) The manner in which distribuei i s
accomplished must be distinguishable from ordinary commercial publishing practices.

In aralyzing the factors which distinguish whether an organization's activities are
"sufficiently distinguishable from ordinary commercial practices" to qualify as
carrying out an exempt purpose, the following factors are considered:

Whether a purpose is educational has been interpreted by the courts to be more than
conveying information or providing instruction. The purpose must provide
instruction or training, which is intended t> enable the individual to improve and
develop his capabi.itles or to instruct the public on subjects useful to the
individual and beneficial to the community.

Regul. rions 1.501(c¢) (3)-1(c) (1) indicates that an organization will not be exempt
under section S01(c)(3) if more than an insubstantial part of its activities is not
in furtherance of an exempt purpose. Thus, an organization whose operations result
in private benefits that is more than insubstantial will not be considered as
serving an exempt purpose. This pcivate benefit prohibition applies to all kinds of
persons and groups, not just to "insiders" subject to the stricter inurement
proscription.

In determining whether an activity “lessens the burdens of government” a two step
process has historically been applied:

1. Identify those functions which constitute burdens of government, and

2. Determine if the organization’s activities are actually lessening such
burdens.

Additicnally, the attitude of the government toward the particular organization and
its activities must be analyzed to determine if either or hoth of these conditiens
are mec. A key factor is whecther or the government considers the performance of such
activities to actually lessen its burden.
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Taxpayer’s Position:

It is the position of our organization, as stated in YOur representative’'s letters
cated Mand Gl o e activity of printing and

c¢lstributing literature and flyers is a charitable and educational activity because
it: (a) lessens the burden of government by disseminating informaticn relating to

meulcine and promoting tourism; (b) promote social welfare and lessens neighborhood

tensions by fostering community invalvement; (c) eliminate prejudice and
discrimination against dby— (d) combat community

deterioration and juvenile delinquency by education and involving the community and
its youth and (e) provides relief arnd assistance to the aged.

It is also the position of your organization that the family reunions are charitable
anc educational because the greater community enjoyed the festival atmosphere,

public discussions and the economic benefit to the business community and the local
government ., .

The family reunions lessen the burdens of government by promoting the area tor
tourism.

-'w‘

You claim the family reunions curb juvenile delinquency because it encourages family
and community participation, promote social welfare in the local area and stimulate
the aged, which pbrovides relief to the distressed.

You claim the reunions are as beneficial to the youth of the area as the activities
of such organizations as the A -G e
The reunions are also claimed to ir 1lve and stimulate the aged in life and relieve

depression, which is common in uninvolved people.

You also claim the family reunions promote social welfare in the local area by
imparting a sense of community to the greater community

The Government’'s Position:

The printing and distribution of flyers publicizing the medical conferences and
seminars does s.-ve a charitable and educational purpcse. However, the Service does
not find the activities of publishing a list of area bed and breakfast facilities in
the area as educaticnal in nature, nor does it lessen the burdens of government by
promoting tourism.

fou have not provided any examples of literature or other printed materials tnat arve
charitable, educaticnal or religious within the meaning of Cude section S501(c) (3).

The Service does not accept your assertion that the advancement of Wil

-h«:lps eliminate prejudice and discrimina-ion toward . There
has been no evidence submitted to show that people of are a

protected class as defined in any Federal statute.

Providing assistance to family groups holding indepeandent family reunions, generally
last for one or two days, at several locations, over a period of two weeke,
including three weekends does not constitute a charitable activity within the
meaning of Code section 501(c) (3). The activities serve to berefit the members of
the participating family associations, not the greater community. Also, the
activities are of such a short duration, there is no substantive benefit to the
greater community.
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You do not qualify as an Orc ....zation described in Code section 509(a) (3) because
You have not provided the names of the supported organizations, and have not met any
of the three requisite tests as set forth iu the Regs 1.509(a)-4(g).

Therefore, we have concluded that ‘rou do not qualify for exemption from Federal
income tax as an organization described in section 501 (c) (3) of the

Code. In accordance with this determination, You are required to file Federal
income tax returns on Form 1120.

Contributions to your organization are not deductible by donors under Code section
170 (c) (2).

In accordance with the proQisions of section 6104 (c) of the Code, a ceny of this
letter will be sent to the appropriate State officials,

If you do not agree with our determination, YOu may request consideration of thig
matter by the Office of Regional Director of Appeals. To do this, you should file a4
written appeal as explained in the enclosed Publication 892. vYour appeal should
give the facts, law, and any other information to Support your position. TIFf you
want a hearing, please request it when you {ile your appeal and you will be
contacted to arrange a date. The hearing may be held at the reﬁidhal'b?ff?b, or, it
You request, at any mutually convenient district office. If someones who is rnot one
of your principal officers will represent you, that person will need to file a pow . v
of attorney or tax information authorization with us.

If you do not appeal this determination within 30 days from the date of this letcer,
as explained in Publication 892, this letter will become our final determination in
this matter. Further, 1if you do not appeal this determination in a timely manner,
it will be considered by the Internal Revernue Service as a failure to exhaust
administrative remedies. Section 7428(b) (2) of the Code provides, in part, that "a
declaratory judgement or decree under this section shall not be issued in any
pProceeding unless the Tax Court, the Claims Court, or the district court of the
United States for the District of Columbia determines that the organization involved
has exhausted administrative remedies available to it within the Internal Revenue
Service."

Appeals submitted which do not contain all the documentation required by Publication.
892 will be returned for completion.

If you have any questions, please contact the person whose name and telephone phone

number are shown in the heading of this letter.

erely,

\
. . /7%j}L Y,
/ Z;://f/ﬂ//// N l.//_Z.‘\./
Steven T. Miller
Director, Exempt Organizations

Enclosure: Publicazion 852




Internal Revenue Service Department of the Treasury
District Director SOUTHEAST KEY DISTRICT

Contact Person:

pate: MAY 19 2000 CUN——

Contact Telephone Number:

l(

Dear @iy

We arc sending vou the enclosed material under the provisions of a power of attorney or other
authorization you have on file with us. For your convenience, we have listed below the name(s)
of the taxpayer(s) t¢ whom this material relates.

[t you have any questions, please contact the person whose name and telephone RUM™er ure
shown in the heading of this letter.

Sincerely,

teven T. Miller
Director, Exempt Organizations

Enclosures: Letter




